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SECRITT

ECONOMIC INTELLIGENCE WEEKLY
Notes

Venezuela's Ability to Raise Oil Output

The Minister of Mines and Petroleum stated last week that Venezuela
would not increase oil production even if shortages resulted from the Middle
. East crisis. Qil production alrcady is close to capacity, and Caracas has
established censervation standards that rule out much expansion of current
ontput. Another Venezuelan, however, told a US official that the
government ight relax its restrictions temporarily if, for example, the oil
companies agreed to incresse investment in secondary recovery fucilities.
He indicated that production might be raised as much as 200,000 b/d, or

6. 25X

Multilateral Trade Negotiations Set ro Begin

The Nixon Round of multilateral trade negotiations will get under way
on 24 October, when the GATT's Trade Negotiations Committee (TNC)
meets in Geneva, Since ncither the United States nor the European
Community has a negotinting mandate, the first TNC mecting will be
concerned only with procedural matters. Among these will be the question
cf forming a scparatc TNC subcommittee for agricitlturc. The United States
opposes the move opecause it does not want agricuitural trade to be
considered  separately from industrial trade. Concerned about potential
crosion of the Common Agricultural Policy, the Community -~ particu-
larly France - will insist on such a subcommittee.

25X1

South Vietnam’s Rice Situation Improves

Unusually high increases in rice shipments from the Delta have cased
fears of a scvere crisis later this year. It now appears that during September,
about 65,000 tons of rice moved out of the Delta into government stocks,
ncarly double the historical average for that month. If delivery rates from
the Delta during October-December are maintained at normal levels,
government stocks will probably be sufficient to avert a rice crisis during
. ‘ the next scveral months. | | 25X1
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SECRET
Articles

Qil Deliveries and the War

the
gmb producing countrics will reduce production not fess than 5% a month
until an Israeli withdrawal is completed and the "legal rights" of the
Palestinians are restored. Such production cuts would have little immediate
effect, but could cause considerabie cconomic dislocation in Europe and
Japan by mid-winter. The cutback is also likely to make it extremely
difficult for the United States to import critically needed heating oil from
European refineries.

Arab production in September was about 20.5 million b/d. A simplc
5% decline in exports on the Scptember base would be about 1 million
b/d per month. The monthly reduction would impact on the United States,
Western Europe, Canada, and Japan as shown in the tabulation, assuming
each were to be affected uniformly by 5% reductions in Arab source
imports. This shortfall would not be felt for a few week because of stocks
in consuming countries. However, after 6 months the drop in imports would
be equivalent to about 20% of consumption in Western Europe, but only
about 3% in the United States.

Monthly Import " Percent of Consump-
Decline (b/d) tion in the First Month
United States 80,000 0.5
Western Enrope 565,000 3.6
Japan 115.000 2.1
Canada 7.500 0.4

The war has already interrupted some Middle Eastern oil shipments
to Europe. All of the pipeline terminals in the eastern Mediterrancan have
been closed. The Syrian terminals have been damaged, and high insurance
rates have made it unprofitable for most tankers to load in Lebanon and
Isracl, although a few French tankers are still loading at the Tripoli,
Lebanon, terminal. Closure of these ports has cut off delivery of some
2 million b/d, equal to 13% of Western Europe's oil consumption. Most
of this oil has been going to France, italy, Spain, and Austria. Although
liftings of Libyan oil have increased moderately since the beginning of the
war, Tripoli is imposing some restrictions on its destination. For example,
tankers headed for Greece have been refused oil on the assumption that
it could serve to fuel the US Sixth Flect.

Western Europe continues to reccive normal deliveries of 950,000 b/d
from the USSR and Eastern Europe. For various rcasons, deliveries to the
Communist countries from the Middle East and North Africa gradually have
fallen to about three-fifths of the 580,000 b/d planned for 1973. This
reduction may force some diversion of Soviet shipments from Western to
Eastern Europe. Sweden, Italy, and West Germany would be most affected.

L
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Persian Gulf QOil Producers Demand 70% Hike in Prices

- The Persian Gulf members of the Organization of Petroleum Exporting
' Countrics (OPEC) have presented Western oil companies with a "take it
_ or leave it" demand for a 70% increasc in posted prices for crude oil,
. Negotiations between OPEC and Western oil companics on the price issue
: became deadlocked last week when the producers asked for a 100% increase
and the companies offered 15%. The companics have little leverage in the

, current sellers' market and will be hard put to resist the demand. OPEC's
position has been strengthened by the crisis atmosphere of the current
. Arab-Isracli hostilitics.

OPEC is demanding anr incrcase in the posted price of the average
Persian Gult” crude oil from about $3 per barrcl to more than $5. This
jump weild raise the oil companies' taxes from about $1.75 per barrel
to $3.05. As a result, the landed cost of Persian Gulf crude oil in the
United States would rise by some 35%.

The Persian Gull countrics, which account for about two-thirds of
world oil exports, would increase their revenues by about $10 billion next
year il the demand is achieved. Since other OPEC members are certain
to raise their prices to reflect the Persian Gulf increase. the worldwide
revenue increase would be about $15 billion. Skyrocketing oil revenues
would accelerate the foreign asset accumulation problems of several Persian
Gulf countriecs. The 1974 oil revenues of Saudi Arabia, Abu Dhabi, Qatar.
and Kuwait — a!' of which have limited capital absorptive capacitics --
would approach the amounts recently being estimated for 1980.

The oil import bills of the United States, Western Europe, and Japan
would bear the brunt of the increase. The increased cost in 1974 probably
would be about $3 hillion for the United Stites, ncarly $8 billion for Western
Europe, and almost $3 billion for Japan. Some of the increase. howcver,
would return to the industrialized countries through sales of goods and
services and company profit repatriations. ‘ 25X1
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USSR Likely to Resume Sugar Exports Next Year

Favorable weather and improved incentives for Sovict beet growers
are expected to bring the largest harvest sinee 1968. The harvest may yield
90 million tons, up almost 20% from 1972, The relined sugar from the
crop should amount to a record 9.6 million tons to 9.7 million tons when
processing is completed in late winter. The Soviels probably will be able
to market soric sugar abroad and also rebuild stocks drawn down during
the several years of poor harvests,

The USSR traditionally has bought raw cane sugar from Cuba and
sold refined sugar. Poor crops in recent years in both the USSR and Cuba
forced the Soviets to reduce sugar exports frem about one million tons
annually in 1970-71 to negligible amounts in 1972-73. At the samc time
the USSR had to purchase sugar on the frec market, tor delivery in 1972-73,
at an estimated cost of more than $2u0 million. These purchases contribuied
to the sharp increase i= the world price from an average of 4-1/2¢ per
pound in 1971 to its current level of almost 10¢ per pound.

The sugar from this fall's beet crop will almost cover domestic need
of somewhat more than 10 million tons in the 1973/74 consun.ption year.
Moscow will also have available an estimated '1-1/2 million tons of sugar
refined from Cuban cane. It, therefore, should have about one million tons
of refined sugar for export ana stock replenishment. Although Sovict
exports would exert downward pressure on the world price, it probably
will remain high enough to make cales attractive.
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RPOMESTIC ECONOMIC INDICATORS

Avnrage Annual
Growth Rate Since

fforcent Change

Latest frum Provious
Quarter  Quarter
31 0.8

30 14
131 ~2.3

731 3.3
30 0.7

131 08
nn 0.9

1 Yoar
Enther
0.3
13.0
6.2
5.1
95
5.2
6.8

1970
5.1
9.1
3.6
6.1
4.6
3.1
8.1

INDUSTRIAL PRODUCTION®

United States
Japan

West Germany
France

United Kingdom
Italy

Canada

RETAIL SALES*®

Current Prices

United States
Japan

West Germany
France

United Kingdom
Italy

Canada

MONEY- MARKET

Unitod States
Japan

West Germany
France

United Kingdom
Canada
Euro-Dollars

18 0ct 73

Wul 73

Jun 73
Jul 73

Jul 73

Provious
Quartor

23
5.9
-8.8
13.8
2.1
34
3.7

Average Annual
Growth Rale Since

Percem Change
Lalest from Previous
Month Month
Aug 73 04

Aug 73 11
Jul 713 | -45
Aug 73 0

Aug 73 0.7
Jun 73 ] -1.0

| Year
Cathor

198
17.2

5.0
10.4

8.2
10.2
107

1970
6.0

3 Menthy
Earher*®
9.4
8.4
-31
9.9
0
285
1.1

Average Annual
Growth Rate Since

Percent Change
from Pravious
Month

-0.9
2.1
LY
34
22
9.0
34

t Year
Eartlier
10.7
226
42
1.2
12.2
18.8
137

Latest
Month

Sep 73
Jun 73
Auy 73

1970
10.5
12.5

9.0

8.4
1.2
15
1.3

Feb 73

RATES

Representative Rates

Primo financo paper

Call money
Interbank loans {3Months)
Call money

Local authority deposits
Finance paper
Three-month deposits

Oct 12
Oct 5
Oct 12
Oct 12
Oct 12
Oct 12

'

Oct 12

3 Months
Earliee*®
9.5
14.3
1.2
55
0
146

1.5

WHOLESALE PRICES

Industrin)

United States
Japan

Wost Germany
Franca

United Kingdom
Italy

Canada

Averags Annuol

3 Months
Fathn
38
28.0
1.0
20.5
13.5
23.2
25.5

Parcent Changn ™
Lwtest  [rom Previous
Month Month
Sep 73 0.5
Sep 73 1.8
Sep 73 | -0
Aug 73 10
Sep 73 1.1
Jun 73 2.3
Jul 73 29

| Yoot
Eathor
19
18.7
6.6
16.2
180
16.2
19.2

1970
49
5.7
4.7
1.1
13
15
8.3

CONSUMER PRICES

United States
Japan

Y2t Coimany
France

United Kingdom
Italy

Canada

MONEY SUPPLY*®

United States
Japan

West Germany
France

United Kingdom
italy

Canada

Percent Rate of [nterest

Latest Date

8.25
8.76
14.50
IRR K}
14.44
8.76
10.25

1 Month
Earlier
9.00

8.50
14.25
9.2
1383
883
11.44

1 Year 3 Months
Earlier Eactier
513 813
425 1.25
6.88 14.25
5.00 8.63
488 6.38
525 1.50
6.08 9.75
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Average Annual
Growth Rate Since

Percent Chang

Latest {rom Pravious
Month Month
Aug 73 1.8
Jul 73 0.7
Aug 73 | -0
Aug 73 0.7
Aug 73 03
Jul 73 0.6
Sep 73 0.R

3 Months
Earlier

11.4
1.0
2.5
9.4
5.0
12.6
1.7

1 Yenr
Earlier
15
119
12
18
8.9
118
8.5

1970
49
13
5.8
6.3
8.4
12

5.5

Average Annual
Growth Rate Since

Percent Change
Latest {from Provious
Month Month

Sep 73 | -03
Jul 73 | -08
Jul 73 | -17
Apr 73 28
Jul 73 2.3
Apr 73 2.8
Aug 73 1.5

3 Months
Eatlier **
5.5
12.7

-13.9

28
13.6
137
146

1 Year
Eatlier

9.3
324

48
14.1
13.0
19.1
155

1970

12
17.9

96
133
122
204
13.9

*Seasonally adjusted.
**Average for latest 3 months compared
with average for pravious 3 months.
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EXPORTS®
fob.

Unitad States
Japan
Wost Germany
France
United Kingdom
. Italy
Canada

IMPORTS"

foh.

United States
Japan

Wast Germany
France

United Kingdom
Italy

Canada

TRADE BALANCE®
fob/fob.

United States
Japan

West Germany
France

United Kingdom
Italy

Canada

BASIC BALANCE ™

United States®
Japan

West Germany
France

United Kingdom
Italy

Canada

United States
Japan

West Germaviy
France

United Kingdom
Italy

Canada

*Seasonally adjusted.

18073

Latest Manth
Miltion US §
Aug 731 6,004
Sep 73f 4126
Aug 73] 6684
Sep 73} 34
Sep 7 2.584
Jun 13F 1,937
Jul 1302079

Latost Moth__

Million U3 §
Aug 73| 6020
Sep 73| 2724
Aug 73] 4794
Sep 73| 3.0
Sep 73] 3018
Jun 73] 2212
Jul 731 1949

Latest Month

Cumulatve

Millinn 1S § Parcent
1973 19712 Change
44162 31.697) 393
25,708 20,185 716
A2602) 30966 412
20,7471 19,206 392
20,2261 16,738 268

4479] 4.868 6.4
139180 12520 237

Cumulative

Million US § Percant
1973 1972 Change
44881] 36074 244
221541 135231 638
328101 24626] 3372
25690( 18436 393
244291 17941 362
10.720 8.092] 32%
129771 106160 222

Cumulative  (Million US §)

Miltion US §

Auy 73 -10
Sep 73 402
Aug 73} 1.890
Sep 73 240
Sep 73] -434
Jun 73] -275

126

Jul 73

Current and Long-Term-Capital Transactions

Latest Period

1973 1972 Change
-119 | -4.382 3,663
3.604 6.661 | -3.057
9.792 5.540 | 4.252
1,052 769 284
-3.204 1,203 | -2.0m
-i.24 776 | -2.017
9 635 305

Cumutative {Million US S)

OFFICIAL RESERVES

MillionUS § 1973 1972 Change

7311 -800 | ~1.700) -5700| 4,000
Aug 73| -710 | -5926 1257 -7.183
Jul 73 136 1,605 3593 -1.988
731 -576 -576 ~524 -52
731 -995 - 985 ~446 ~549
121V 800 NA.| 2983 NA.
131 -272 =272 -117 -155

Bilkion US $
Latest Month

1Year 3 Months

Endol  BillionUS S Jun 1970  Earher Earlier

Aug 73| 140 163 131 14.0

Sep 73{ 148 4.1 18.5 15.2

Aug 73| 379 88 246 322

Aug 73 99 44 100 103

Sep 73 6.8 28 6.1 0

Jun 73 6.0 4.7 6.4 6.3

55 43 6.2 6.0

Sep 73

**Converted into 13 dollars at current market rates of exchange.
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EXTERNAL ECONOMIC INDICATORS

EXPORT PRICES
4SS

United States
Japan

West Germany
France

United Kingdom
Italy

Conada

EXPORT PRICES

National Curroncy

United States
Japan

West Germany
France

United Kingdom
Italy

Canada

IMPORT PRICES

National Currency

United States
Japan

West Germany
France

United Kingdom
Italy

Canada

EXCHANGE RATES
As of 12 0ct 73

Japan(Yen)

Wost Germany (euische
France (Franc}

United Kingdom 5?3P|f’nu)
Italy (Lira)

Canada (ooltar)

TRADE-WEIGHTED
As of 12 0ct 73

United States
Japan

West Germany
France

United Kingdom
ftaly

Canada

00875R00

-

1500140036-8

Average Annual
Growth Hate Since

Porcamt Ghongu ™

Latost trom Provious 1 Yo 3 Manths
Munth Month 1970 Lother Earlinr
Ay 13 34 84 274 397
Jul 73 43 178 236 A0
Jul 73 12 171 KL 1178
Jun 73 92 5 3314 hh
Aug 73 06 105 123 1Y
Apr 13 09 8.2 98 41
Jun 73 0.6 ) 14 IR}

Avarage Annual
Growlh fate Since

Percent Change

Ltatest lrom Previous 1 Year 3 Munths
Manth Month 1970 Earhor Eather
Aug /3 39 8.4 225 KN
Jul 73 4.2 2.2 84 KER]
Jul 73 31 16 07 57
Jun 73 38 4.6 131 14.6
Aug 73 20 9.2 108 186
Apr 13 26 57 104 280
Jun 73 -05 4.2 12.0 g

Average Annual
Growth Rate Since

Percent Change

Latest from Previous 1 Year 3 Months
Month Muonth 1970 Earlier Eatitar
Aug 73 2.1 106 206 192
Jul 73 19 0.6 80 12.3
Jul 73] 19 -05 20 -92
Jun 73 06 3 56 11
Aug 73 49 133 34.1 420
Apr 713 33 8.5 16.7 497
Jun 73 11 48 106 134
Spor Rate
Percent Change from
Us s 18 Dec 19 Mar y Gt
Pet Unit  Dec 66 197N 1973 1973
0.0038 36.03 1568] ~131 -013
04163 6559 3416 | 1757 048
02372 1748 2047 162 0.68
24263 | -13.05 ~6.88 141 0.85
3.0018 1056 2.91 0 0
0.9970 £09 ~gngt 007 0.40
EXCHANGE RATES™
Percent Change from
180ec 19 Mar 5 0al
Oec 66 1871 1973 1973
-19.40 -9.83| 304 -0
2240 841 ] -3684 -026
2.2 1511 | 10.06 009
-11.58 165 [ - 078 028
-3608|-21727]-1.31 (K]
-1699 | - 1578 | -8.94 -042

4051 -2491-083

033"

***Weighting is basad on each listad 7zuntry’s trade with 18 other industriatized
countries to reflact the competiiive impact of exchange-rate variations
among the major currencies. :




